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On a cloth untrue With a twisted cue And elliptical billiard balls. 

-Gilbert and Sullivan, The Yeoman of the Guard, 1888 

Since 1981, structural adjustment in sub-Saharan Africa has moved from a vehemently contested set of 
proposals to a widely if grudgingly accepted reality for most states in the region. The economic results 
of structural adjustment to date suggest that the countries of sub-Saharan Africa will continue to 
struggle with meager 3 to 5 percent output, 2.5 to 3.5 percent food production growth rates and limited 
capacity in basic services. In short, the predominance of structural adjustment, unless linked to a new 
transformation strategy, promises to continue the process by which sub-Saharan Africa has fallen 
behind the rest of the underdeveloped world. 

Whether even these pessimistic projections are politically sustainable is an open question, particularly 
for countries seeking to rehabilitate after armed conflict-a category that covers fully one-third of all 
sub-Saharan African states. In any case, the prospect is deeply depressing, implying glacial increases in 
average personal consumption, constrained recovery in access to basic services and, at best, a halt to 
the proportionate (but not absolute) rise in absolute poverty afflicting one-third of all Africans.' 

The structural adjustment policies that evolved in sub-Saharan Africa over the course of the 1980s and 
1990s were shaped by a variety of key constituencies. Their roots can be traced to the World Bank's 
1981 Agenda for Action,2 where concerns with macroeconomic policy adjustment and public sector 
management (as well as Western pressure) produced a loosely neoliberal prescription for the wholesale 
reversal of state interventionist policies in an effort to avert impending economic disaster. Eight years 
later, the World Bank's Sustainable Growth plan3 outlined a two-track strategy in which structural 
adjustment policies were hoped to provide greater sustainable economic growth and better resource 
allocation in basic services and infrastructure. 

In 1990, the Bank's World Development Report4 resurrected the goal of absolute poverty reduction, 
not only through the promotion of overall growth but also through investment in specific basic services 
and infrastructure as well as support and safety nets. The Report also highlighted the rising proportion 
of the absolute poor-a trend unique to the African continent.5 

Four years later, the World Bank's enthusiasm for structural adjustment began to wane-and for more 
than cosmetic or public relations reasons. The statistical annexes to subsequent World Development 
Reports, as well as the annual reports of the United Nations Economic Commission for Africa (ECA) 
and the African Development Bank (ADB), showed slow overall growth in subSaharan Africa, 
averaging about 2 percent a year until 1985. In the second half of the 1980s, growth rose to nearly 3 
percent, only to slide back a percentage point in the early 1990s. With few exceptions, external trade 
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and recurrent gaps between states' domestic revenues and expenditures narrowed, but far less rapidly 
than envisaged.6 

This poor record triggered a re-evaluation of structural adjustment policies. There was certainly 
agreement that structural adjustment had been necessary and that some of its elements were relevant. In 
particular, structural adjustment helped avoid unsustainable macroeconomic imbalances and grossly 
distorted government intervention in Ghana, Tanzania, Mauritius, Gambia and Mozambique; 
periodically did so in I(enya, Cote d'Ivoire and Zambia; and, to a lesser extent, in Zimbabwe. But there 
was also agreement that structural adjustment policies had at times been suboptimally designed and 
implemented. The key questions were: How much mileage was left in structural adjustment? Could 
production, trade and financial structures be transformed? Could economic growth and access to 
improved services and infrastructure be enhanced? And, perhaps most importantly, could a reduction in 
absolute poverty be achieved through structural adjustment? 

Although economists both inside and outside the World Bank continue to struggle with these questions, 
it is clear that structural adjustment is no longer seen as an adequate long-term development strategy 
Nor is it seen as a short- to medium-term strategy capable, by itself, of fostering the conditions in which 
economic development can take root. Clearly, World Bank thinking has taken a turn from the late 
1980s-the high watermark of apparent structural adjustment success.7 

This article outlines the evolution of structural adjustment policies in sub-Saharan Africa in the 1980s 
and 1990s, highlighting the diverse constituencies-from the World Bank to the International Monetary 
Fund (IMF ) to African governmentsthat have influenced their development. The paper argues that 
structural adjustment has run its course as a central development theme in sub-Saharan Africa. It 
therefore suggests a number of economic reforms designed to move beyond the limits of past policies, 
including greater attention to education, the transformation of output and external trade structures and 
a focus on post-war rehabilitation. Implicit in such recommendations is the need for greater 
participation from sub-Saharan African countries themselves in shaping economic programs. 

WHAT IS, OR WAS, STRUCTURAL ADJUSTMENT? 

Structural adjustment is not a World Bank strategic focus unique to sub-Saharan Africa. Nor is it a 
free-standing World Bank initiative, although it is fair to say that in sub-Saharan Africa it is largely the 
handiwork of the Bank. To understand the dimensions of structural adjustment, it is necessary to delve 
into its roots in the 1970s and explore the impact of its various components over time. 

The Genesis of Structural Adjustment 

The roots of structural adjustment lie in the emergence of neoliberal-leaning governments in 
Washington, London and Bonn in the early 1970s, which preached tight monetary and fiscal policy, less 
scope for government and reduced governmental intrusion in markets and enterprises. Inflation was 
viewed as the primary enemy, to be defeated at almost any cost-even at the expense of lost output 
growth and higher unemployment. That these governments did not uniformly practice what they 
preached-spectacularly so in President Ronald Reagan's reckless fiscal policy or Prime Minister 
Margaret Thatcher's increase in regulation and centralization-did not detract from the pressure they put 
on the World Bank to promote restrictionist, liberalizing policies and to use broad conditionalities to 
impose them on clients. 

The Bank itself neither believed in nor adopted a true neoliberal focus. While it opposed lax fiscal and 
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monetary policies, overblown bureaucracies, ill-managed state enterprises and extensive protectionism, 
its motivations were much more eclectic and mainstream than the policies advanced by neoliberal 
thinking. It therefore crafted structural adjustment policies as a means to enhance efficiency and 
transparency and reduce subsidization and monopoly. Only in the poorest of the poor countries-mostly 
in sub-Saharan Africa-did the Bank lead efforts to induce global structural adjustment policies. In 
middle-income countries, most structural adjustment programs were sectoral. It was in fact the IMF , 
not the World Bank, that led macroeconomic policy adjustment under quasi-structural adjustment 
programs elsewhere, such as the adjustment programs promulgated in the Caribbean in the 1980s.8 

Structural Adjustment in sub-Saharan Africa In light of this background, what is-or was-structural 
adjustment in sub-Saharan Africa? A concise answer is difficult because policies have changed over 
time. But five general prescriptions can be cited: 

The imposition of upper limits on fiscal, foreign account and demand/supply imbalances, to bring them 
into line with sustainable resource flows and thereby restore macroeconomic stability; 

2. The imposition of lower limits on output growth in an effort to ensure that the reduction of 
imbalances was consistent with rising personal consumption, enterprise investment and the provision of 
basic public services and infrastructure; 

3. The implementation of a core set of liberalization policies that entailed the removal of obstacles to 
efficient markets and the reduction of state ownership, arbitrary intervention and bureaucratic delay. 
Targets of such policies included exchange rates, interest rates, price controls, single channel marketing 
and external trade licensing; 

4. The restructuring of governments so that they engage more efficiently in fewer activities, especially 
provision of basic services and infrastructure; and 

5. The promotion of sociopolitical sustainability through efforts to eradicate poverty, provision of 
minimal emergency social safety nets and awareness of ecological concerns, such as erosion, pollution, 
deforestation and desertification. In practice, the first two prescriptions have been the uniform 
operational core of structural adjustment in sub-Saharan Africa. Among the five elements, these policies 
have endured and changed the least, while the others have evolved considerably over time. The fifth 
prescription has largely remained peripheral to actual policy implementation and funding, though since 
1990 the Bank has moved to correct this. 

In sub-Saharan Africa, the Bank took the lead in promulgating structural adjustment policies. The need 
for structural adjustment came as a response to failures of the developmental state model and poor 
economic performance in the region in the early and very late 1970s, caused by macroeconomic policy 
error, the mismanagement of public enterprises, market distortions and lack of transparency. Two "pre-
structural adjustment" programs from the late 1970s-applied in the Malagasy Republic and Togowere 
perceived as sustainable models.9 This is perhaps odd since both countries suffered at least a decade of 
unsuccessful economic transformation and currently only Madagascar's economy can be regarded as 
performing passably 

Buoyed by unprecedented average annual GDP growth of over 5 percent from 1975 to 1978 in the 
African subcontinent, the sub-Saharan states' geographic caucus at the 1979 World BankIMF annual 
meeting asked the former institution to provide a strategy for raising growth to between 5 and 8 percent 
in an effort to emulate the newly industrializing countries (NICs) of East Asia. Unfortunately, disaster 
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struck: the global economic shocks of 1979 and 1980 were met by neoliberal deflationism, not by 
reflationary expansionism as in the period between 1973 and 1974.10 

Beguiled by IMF , World Bank and Organization for Economic Cooperation and Development (OECD) 
projections of the rapid restoration of global growth, sub-Saharan states tried a rerun of their 1974 to 
1975 "riding-it-out" measures-cutting recurrent spending only marginally, backlogging public 
maintenance, running down reserves, borrowing short and standing by to ride the wave of a global 
recovery Unfortunately, while these measures had worked in the mid- 1970s, they were doomed to fail 
in a global economic climate dominated by neoliberal thinking. By 1981, subSaharan Africa's GDP 
growth rates ranged from negative to 3 percent. 

In response, the World Bank produced its neoliberal Agenda For Action in 1981, which projected 
outcomes worse than those of the 1970s-even under the assumption that its policy prescriptions were 
successfully adopted. Not surprisingly, the initial African reaction was one of bitterness. "We asked for 
bread and they chucked a stone at us," said a senior state official whose policies the World Bank has 
generally approved of. This bitter biblical overtone was indicative of Africa's resentment of the Bank's 
increasingly asserted role of pater familias (at least in African eyes) and is not surprising given how 
rapidly the World Bank changed course. African Reaction to Structural Adjustment In discussing 
structural adjustment in sub-Saharan Africa, it is necessary to focus on the World Bank and the 
programs and policies that it promoted. The impetus of most structural adjustment programs was the 
collapse of alternative methods of meeting minimum import and external financial needs. This failure led 
subsequently to the imposition of World Bank conditionalities on African states. 

At its inception, structural adjustment in sub-Saharan Africa was very much led, designed and driven by 
the Bank, despite substantial African opposition and very little effective African participation or support 
from African countries themselves. Eventual acceptance of structural adjustment grew not only out of 
the hope that it could provide access to the external resources needed to restore growth, but also out of 
the fear that a failure to adopt such policies would cut off access to foreign capital and led to negative 
growth. 

Reactions to, and (partial) incorporation of, structural adjustment can usefully be divided into four 
categories. The first can be referred to as intellectual and policy analysis, generally characterized by 
partial acceptance of structural adjustment along with some criticism, resistance and innovation. 
University and journalistic thought on structural adjustment in sub-Saharan Africa is a good example of 
this category: it has tended to be polarized into either full-blown criticism of redistribution policies or 
unquestioning neoliberal endorsement. Both sides tend to use data selectively, usually out of context, as 
piles of rocks to throw rather than as inputs of analysis. More balanced formulations like those of Philip 
Ndegwa, the prominent Kenyan economist, or Bayo Adedeji, his Nigerian counterpart, are rare.'2 Over 
time, the neoliberal share of the writing has risen, although discussion of which actions qualify as 
structural adjustment and which as post-structural adjustment or post-war rehabilitation has become 
dominant since 1995. 

A second category of reaction encompasses governmental and interest group attempts to block or 
redirect the implementation of structural adjustment. The initial reaction was one of almost universal 
rejection. However, governmental reaction, analysis and proposal-making related to structural 
adjustment have evolved over time, with policymakers and interest groups attempting to develop 
African alternatives to World Bank initiatives. A third initial reaction, which has usually followed on the 
heels of opposition or attempts at policy innovation, includes attempts to avert economic collapse by 
reluctantly seeking an accommodation with the World Bank on a minimal program. 
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Finally, the fourth category of responses involves the acceptance of policy initiatives with little or no 
intent to deliver (notoriously Zaire), as well as stubborn procrastination (Kenya), wavering, dogged but 
unhappy implementation (Tanzania, at least until 1994) and moderately innovative structural adjustment 
design and implementation. While some countries have never moved beyond the first three categories of 
reactions to structural adjustment programs, a majority has "progressed" to the sullen performance 
mode characteristic of this fourth category A minority has even progressed to the point of endorsing 
joint ownership and providing some domestic innovation and enthusiasm. These countries, which 
include Ghana and, less uniformly and more recently, Tanzania and Mozambique, were able to look 
beyond structural adjustment towards longer-term, broader strategies upon which to construct a 
foundation for resource mobilization, allocation and regulation. Responses to structural adjustment 
within African governmental hierarchies were by no means uniform. Macroeconomic institutional 
personnel (including the Treasury, Central Bank and Planning branches) tended to look more favorably 
on structural adjustment. These macroeconomics officials usually had not only greater awareness of the 
desperate conditions of the national economy, but also understood the ineffectiveness of homegrown 
coping or restructuring strategies. Furthermore, the implementation of structural adjustment as a 
centralized macroeconomic policy tended to enhance their status and power vis-a-vis other institutions. 

Economic ministries, on the other hand, were less supportive of structural adjustment because it called 
for substantial policy changes and the abandonment of capital projects. But once the Bank incorporated 
education and health sectors into structural adjustment policies, these ministries often became 
enthusiastic supporters, despite concerns about potentially high user fees (especially in the case of 
health care). Except for their opposition to resource cuts, the military and police branches did not 
generally have strong views on structural adjustment. Curiously, the Bank has shown little concern in 
its structural adjustment policies for law and order at the civil police force level, as opposed to 
commercial law and the higher judiciary.13 

The divergence of internal responses to structural adjustment has affected its implementation in a 
variety of ways across subSaharan Africa. In Ghana, for example, President Jerry Rawlings and Finance 
Minister I(ofi Botchway enforced strict discipline, and opponents or obstructionists of any kind were 
weeded out. President Yuweri Museveni replicated these actions in Uganda. In Zambia, on the other 
hand, President Kenneth ICaunda was almost totally unable to enforce public pronouncements of 
government policy-even government ministers and senior public servants railed against reforms in 
public speeches. In Zambia, this was an endemic problem of internal state discipline that was not limited 
to structural adjustment policies.l4 While opposition to structural adjustment and its delayed 
implementation have been substantial, obstruction by directly affected groups has been less pervasive 
and crippling than the Bank originally feared. This opposition to adopting and continuing to advance 
structural adjustment, which was seen by the Bank as a multi-stage process, had numerous bases, 
ranging from objection in principle to divergent views on policy mixes to challenges on details and the 
contextual appropriateness of particular program components, especially with regard to phasing and 
sequencing. The motivations also ranged from the pursuit of particular national or elite interests to the 
support of specific interest groups (whether the defended policies actually benefited them or not) to a 
perception of the public interest that diverged from the Bank's. 

Apart from discussions intended to persuade through reasoned presentation, the Bank was (and to a 
large extent remains) intolerant of opposition, viewing it as ill-founded and self-serving. As a result, the 
Bank has found it difficult to accept that anyone could disagree with any of the fundamentals of 
structural adjustment or seek more than marginal alterations to its prescriptions. Whether because of 
arrogance or naivete, the Bank has failed to realize that "ownership" of ideas"5-input from the local 
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level, and not just the simple fine-tuning of World Bank ideas-requires consultation among a wide 
variety of affected actors as well as the willingness and flexibility to allow for variations on "standard" 
structural adjustment. Exceptions to this observation relate either to secondary modifications-for 
example, in poverty reduction (in practice at least)-and/or to fringe areas, for example, gender-in which 
coherent, reasoned programs are occasionally accepted and supported up to a point. These include 
initiatives with relatively long-running performance, regarding both measures taken and the economic 
payoff. Reasonably enough, the Bank is more ready to accept local proposals for non-standard 
elements. In addition, states which set out to bargain on the basis of moderately clear and public 
interest-goal-oriented proposals do achieve more ownership/impact on the content of structural 
adjustment policies than those which do not, regardless of their economic strength and political weight. 
But the frequent deadlocks on at least some key programs suggest that-whether rightly or wrongly-
subSaharan African government priorities remain far from identical to the Bank's. 

In this respect, the reaction of the Bank is analogous to Plato's guardians, who best know, or believe 
they know, how to discipline unruly Platonic warriors (implementers).'6 It is also an aspect of neoliberal 
"rent seeking," which interprets all state actions as selfserving.'7 As a result, the Bank has imposed 
increasingly detailed conditionalities on loan disbursements. These conditionalities have usually 
accomplished their objectives, but suffer from time lags both in terms of implementation and in 
subsequent benefits. 

Resistance by affected groups-especially "redeployed" government and public enterprise employees (the 
Bank's euphemism for fired workers)-was anticipated, although it has been very rare for such resistance 
to do more than slow the action down. In this case, the Bank's initial perception was that payoffs (e.g., 
terminal benefits above levels due by statute or contract) and retraining would be needed and that they 
would be allocated not on the merits of the case but on their potential for obstruction. The anticipation 
of domestic African resistance played a significant part in the Bank's decision to initiate the Social 
Dimensions of Adjustment (SDA) program. Funding was provided for terminal benefits and retraining, 
which in some early cases was fairly generous when compared to actual pay levels.Is Over time, as 
obstruction did not occur to the degree anticipated and poverty reduction took over the SDA program, 
attention and financing for such programs waned. Redeployed personnel have rarely been able to 
mobilize much public or political supportand rent seekers even less. Corruption and favoritism (at least 
when directed toward others) are not, in fact, popular in subSaharan Africa, even among many who 
were driven into such cronyism by need. The belief that government can and should work in the public 
interest exists parallel to varying degrees of skepticism as to whether it actually does. From 1981 to 
1997, more of a two-way discourse between Africans and the Bank, as well as more domestication of 
structural adjustment programs, have emerged in at least a dozen countries in sub-Saharan Africa. 
Whether this has been paralleled by Bankaccepted innovation and "local ownership" is much less 
evident. Ethiopia, Somalia, Namibia and South Africa have won Bank support for locally-specific 
structural adjustment programs, while Ghana and Uganda have begun to show initiative in designing 
some parts of adjustment based on outlines of Bank policy 19 On balance, however, structural 
adjustment remains more imposed and enforced upon sub-Saharan Africa than innovated and "owned" 
by these countries. 

THE STRUCTURAL ADJUSTMENT OF STRUCTURAL ADJUSTMENT By 1995, structural 
adjustment as promoted by the World Bank was different in both nature and degree from the structural 
adjustment promulgated in the 1981 Agenda For Action. The change did not consist of a redefinition of 
the macroeconomic stabilization and liberalization goals set out earlier, but rather of the adoption of 
extended time frames to achieve those goals and the inclusion of more targets, especially with respect 
to human investment and basic service provision, poverty reduction and, more vaguely, good 
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governance. 

Initially, structural adjustment consisted of three-year programs that focused on a number of largely 
macroeconomic elements. Structural adjustment aimed to restore fiscal balance, primarily through 
expenditure cutting, improved tax collection and, at least temporarily, grant aid. In addition, it sought 
to reduce external imbalance to levels readily sustainable based on reasonable projections of soft official 
finance and, for less poor countries, prudent commercial borrowing? Linked to these goals were the 
liberalization of external trade, exchange controls, business licensing, price controls, single channel 
marketing and the subsidization of directly productive enterprises (especially those that were state-
owned). 

The content and duration of structural adjustment policies were linked. It was a daunting task to return 
stagnant or falling output to 3 or 4 percent growth, reduce imbalances and move from massive, 
inefficient intervention and enterprise subsidization to more enterprise-friendly policies in a three-year 
period. The goal was to combine classic IMF stabilization policies (albeit with more external financial 
injections which would require fewer initial cutbacks and lead to more rapidly restored growth) with a 
more sustainable recovery of pre-crisis growth trends in overall production, food growing and exports. 
Unfortunately, neither the basic structures of production and trade adjustment nor poverty reduction 
could be attained within a period of just three years. The disappointing performance of structural 
adjustment forced the alteration of time horizons, primarily because the recovery of fiscal and external 
balances proved less rapid and more fragile than expected. Ghana achieved nearly recurrent balanced 
budgets from domestic revenue within five years of the imposition of structural adjustment, but it has 
had difficulties sustaining it; Tanzania did not approach such levels until 13 years into formal Bank-
approved structural adjustment;?I and those are better than average performances. Only Mauritius 
achieved a sustainable external balance position, doing so by restructuring exports through facilitating 
the emergence of an export manufacturing enclave based on semi-skilled labor, international 
communications and improved physical infrastructure. 

To a large extent, these performance lags turned on an external economic environment more 
unfavorable than the Bank had expected in 1981. Instead of improving, terms of trade showed an 
erratic but substantial declining trend (especially when ignoring oil aid from 1981 to 1989). External 
price development aid per capita, instead of rising significantly from 1980 to 1995 as posited by the 
Bank, fell by about half.22 

This time scale creep led to the extension of the time frame of structural adjustment programs from 
three to five years and, by 1990, to IS years. In the long-term perspective, it was possible, prudent and 
even essential to make additions to the basic macroeconomic elements, as well as to articulate and 
enhance the core elements of the liberalization component. Similarly, the greater social impact of long-
term structural adjustment and the enhanced priority accorded by the Bank to human investment in 
basic services, food security and poverty reduction resulted in qualitative alterations of structural 
adjustment at the conceptual and rhetorical levels, as well as in substantially increased internal tensions 
among components at the operational level. 

The worse-than-envisaged external economic environment trends led also to the Bank's increased 
emphasis on the reduction of external debt. Although the Bank initially underestimated the problem, it 
overestimated the risk a high-profile campaign for substantial debt write-offs posed to its ability to 
mobilize donor support. By .1990, it had acknowledged the importance of debt forgiveness and, by 
1992, had become an analyst, backer and negotiator on loan write-downs for indebted countries. 
However, the ensuing pace and extent of debt write-downs have been a substantial disappointment. In 
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1997, for example, the Bank approved a credit from the International Development Association (IDA), 
its soft loan affiliate, to Uganda for the country's universal primary education plan . This action was 
required because the entering into effect of Uganda's debt relief program was delayed by one year. 

The renewed emphasis on expanding access to basic services like health, education, water, food and 
security can be explained in part by their increased relevance in a 15-year development strategy It can 
also be explained by the Bank's newfound focus on these sectors as essential to productivity and 
international competition and by its commitment to make absolute poverty reduction a valid direct goal 
for macro and sectoral economic strategy. 

As noted above, the Bank's basic service element initially appeared as part of the SDA plan. This plan 
was devised as a critical response to the actions of governments, donors and domestic and international 
actors. In part, the Bank's concern was humanitarian and focused on poverty reduction. Additionally, its 
action was aimed at defusing opposition to de-staffing, parastatal privatization and downsizing by 
making payments to fired public sector employees. With the 1990 World Development Report focused 
on poverty, SDA was subsumed as an element in the Bank's overall approach to poverty issues.23 The 
poverty reduction theme did become a genuine priority in 1991, but, with the exception of basic 
services and emergency food security, it was never satisfactorily articulated nor conceptually linked 
with the old macroeconomic/liberalization core of structural adjustment. As a result it has almost 
always been significantly underfunded. 

Empirical evidence suggests that many concerns traditionally related to country governance in sub-
Saharan Africa have also affected the implementation of structural adjustment. However, the World 
Bank does not appear to have done much analysis as to how these strands interact. Consider the 
following: The experience of the 1970s indicates that strong projects or sectors were often nullified ex 
ante by weak macroeconomic policies; 

Nontransparency and nonaccountability (and corruption and unpredictability, their close kin) had direct 
effects on production and the efficiency of resource allocation; Governance by decree and top-down 
consultation inhibited local-level mobilization and individual initiative, impeding access to all potentially 
available information (an element the Bank was significantly more eager to apply to its clients than to 
itself); 

Weak law, order, peace and security led not only to a loss of output but also to business-unfriendly 
legal uncertainties and outcomes; and The West's enthusiasm for competitive multiparty elections (or 
more sophisticated and acclimatized formulations of democracy) placed pressure on the Bank to play its 
part in furthering such democratic ideals. Arguably, this sometimes hampered the implementation of 
structural adjustment policies due to the diversion of funds for the elections themselves and for "voter-
friendly" policies. It has also concentrated decisionmakers' attention on the politics of reelection rather 
than on the economics of reform. The Bank could-and arguably should-develop a set of principles 
dealing with economic transparency, accountability and probity that could be used as conditions and 
supported by technical and capital assistance. These are within its mandate and area of expertise. 
Broader aspects of good governance are not. Notwithstanding the considerable evolution of structural 
adjustment policies, one key area that has yet to be addressed is post-war rehabilitation. To date, issues 
of war and rehabilitation have not been built into the Bank's (or to be fair, most governments') strategic 
macroeconomic analyses and projections. Although the reconstruction of infrastructure and restoration 
of some rural basic services have been included (and remain valuable) they do not relate adequately to 
the rehabilitation of rural livelihood and poverty reduction. It seems plausible that the phasing and 
sequencing of structural adjustment programs under conditions of post-war rehabilitation should 
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diverge from those implemented in a peaceful and secure environment. Such issues need to be 
incorporated into the policy planning process.24 

Support for African initiatives can only be real if they are allowed to be more than Bank initiatives 
penned by Africans. Presumably, the costs of the continued failure to comprehend and to resolve this 
misunderstanding will increase as sub-Saharan economies move out of the first stage of structural 
adjustment and into deeper structural transformation. 

THE WORLD BANK AND THE INTERNATIONAL MONETARY FUND: THE LIMITS OF 
COORDINATION 

The World Bank and IMF are intended to be complementary on the development front. The IMF, for 
example, has a global mandate to achieve liberalized, orderly foreign exchange systems conducive to 
sustainable growth. This mandate involves advice on prudent fiscal management and on more general 
economic liberalization. The Bank's mission, on the other hand, is to provide loans to middle- and low-
income countries to facilitate sustainable growth within the liberal, predictable global economic 
environment facilitated by the IMF. 

In practice, the IMF  and the Bank have not normally worked closely together, at least at the 
operational level. Their coordinated response to the 1994 Mexican and Asian financial crises of 1997 
and 1998 is a new and positive development. Because the IMF  seeks to make an agreed program with 
itself a precondition for more general special assistance, and because IMF  resources in sub-Saharan 
Africa  at times make up a significant portion of structural adjustment financing, closer relations 
between the Bank and the IMF  have been necessary for structural adjustment to function properly 

Whether to treat the IMF -World Bank interaction in structural adjustment in sub-Saharan Africa as a 
solution or as an unresolved problem is an open question. There are, however, some positive 
achievements: 

The IMF has accepted a coordinated approach, including a Bank-led rapid growth restoration program 
that parallels IMF-led stabilization; 

The IMF has accepted, up to a point, that closing recurrent fiscal gaps through sustainable external 
grants is acceptable and that limited reliance by the state on domestic bank borrowing is crucial; and 

The IMF  and the Bank together support debt-forgiveness (including by themselves) to heavily 
indebted, low-income countries in sub-Saharan Africa. 

On the other hand, World Bank-IMF interactions have faced three continuing problems: The IMF has 
opposed balanced budget increases in basic service provision, even if externally financed, except for 
brief transitional periods, apparently because it believes they would result in real supply constraints and 
thus be inflationary The IMF lacks a coherent exchange rate management strategy. Moreover, in the 
post-1990 period, there has been a secondary tendency to advocate crude interest rate intervention in 
an effort to peg nominal exchange rates, which has often led to an overvaluation of the currency and a 
decline in both exports and most domestic fixed investment, as well as a potential for sudden outflows 
of external footloose financial capital along 1997 Asian lines. 

There has been a failure to address the problem of short-term capital market volatility and to suck in 
footloose capital to stabilize the exchange rate. Neither issue has appeared on the agenda of the Bank 
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or the IMF, though both now presumably will. 

Despite these roadblocks, the achievements of IMF-Bankcountry cooperation are not negligible. 
However, in the absence of more effective management oF key problems-especially of exchange rate 
and short-term capital flow management-such achievements are fragile and remain in danger of being 
swept away along with the underlying economies. CONSOLIDATE, DIFFERENTIATE, DRAW A 
LINE, MOVE FORWARD 

This review of the history, components and results of structural adjustment policies in sub-Saharan 
Africa points to several themes that should guide the evolution of present and future World Bank and 
African national economic strategies. These topics relate more closely to issues of national political 
economy than to the broader subjects of reducing macroeconomic imbalances and restoring growth. 
Hence, these themes suggest that more diversity, increased country initiative and the exercise of 
country choice are needed. The World Bank also should play a less hegemonic role in designing 
strategies. The function of government as a legitimate, accountable representative of its citizens (which 
the Bank cannot be) is especially important in this process. 

The first theme is that structural adjustment has run its course as a central mobilizing and organizing 
approach in most African countries. Where it has been somewhat diligently pursued, structural 
adjustment has prevented or corrected economic free fall, provided macroeconomic, fiscal and external 
balance stabilization, policy rationalization and the restoration of modest growth (for example, in 
Ghana, Tanzania and Uganda and under the Namibian, Ethiopian and South African parallel programs). 

However, structural adjustment alone cannot be relied upon to work beyond these achievements and 
foster the transformation of production and trade structures, enable and empower the delivery of 
government services, restore regulatory capacity, reduce poverty and cope with the exchange rate and 
fiscal risks of globalization. In any case, as a slogan and headline, structural adjustment is past its sell-by 
date, not least because of the baggage of outdated or false connotations it carries. Its future role is as a 
set of background economic good housekeeping criteria within which strategic goals would be 
articulated, and not as the central goal in and of itself. 

The second theme is that arguing over whether alternatives to structural adjustment would have been 
preferable is unlikely to be productive except when the discussion is oriented toward the design of new 
or successor programs. For better or for worse, external government and agency experience became 
skeptical (often rightly) of African proposals and demands of an "independent" package within which to 
participate. Only recently have de facto structural adjustment programs under national design and 
direction become acceptable to international financial institutions.25 

The last theme is that a small number of African countries do have massive unsustainable 
macroeconomic imbalances combined with functional governments and functioning economies. For 
theses countries, fairly standard structural adjustment is appropriate, combined with earlier attention to 
the restoration of basic service capacity, debt write-downs and the development of livelihoods for poor 
households. The core of structural adjustment is in this respect rather like law and order: by itself, it is 
never enough, but without it, there will not be much else beyond stagnation, disintegration, endemic 
insecurity and civil war. 

That said, the most incapacitated African states and collapsed or slowly reviving economies are 
significantly different from those to which the Agenda for Action was addressed.6 In these states, 
economic, social and governmental rehabilitation must be coordinated with the macroeconomic core of 
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structural adjustment for the latter to be politically sustainable. This is not easy to handle by marginally 
altering the existing template, which is dominated by joint World Bank-IMF annual public expenditure 
review missions. 

BEYOND STRUCTURAL ADJUSTMENT 

Both the number and diversity of strategic elements within the various sub-Saharan African states argue 
against a taxonomic presentation of new directions. Furthermore, instead of attempting to provide 
templates, the World Bank's comparative advantage lies in identifying guidelines and checklists to steer 
domestic sectoral formulation and intersectoral tradeoffs, as well as in formulating an analysis of 
feasibility, consistency and sustainability at the later stages of the process. The deficiencies of African 
economies' production structures stem from specialization in low-growth sectors and products and from 
relatively high real resource costs per unit of output for most of its major products, from corn and 
copper to coffee and cattle.27 The way ahead presumably lies in cost reduction to promote external 
competitiveness and the upgrading of resources, through, for example, better mineral surveys and 
technology. The question of identifying products on which to focus requires more detailed, country-
specific analysis. Overall, although products could be enhanced by farmer education research and lower 
transport costs, in sub-Saharan Africa, per capita agricultural resources, including soil and water, are 
lower than in any other region. Hydrocarbon, hydroelectric and mineral resources are very uneven, as 
are forest production bases. Manufacturing suffers from acquired comparative disadvantages in labor 
force education, health, nutrition, access to transport and communications, managerial training and 
capacity, as well as in the general government and business environment. Over time, these comparative 
disadvantages could be reduced and, in some cases, even reversed. But neither solution is likely to 
provide a useful all-purpose answer to natural resource or processing/manufacturing-focused 
transformation. Some new or improved natural resources can be highly competitive internationally and, 
in most countries, the bulk of domestic food could achieve domestic competitiveness. Some 
manufacturing should be competitive, particularly for present unprocessed export commodities such as 
wood and cocoa. Beyond these improvements, production structure reform needs to bear livelihood 
provision in mind, since most mining, hydrocarbon and hydroelectric sectors are labor non-intensive. 
That need should inform agricultural research with a bias toward real input costreducing innovations 
that are user-friendly for small farming households. 

Similar considerations apply to external trade. Sub-Saharan Africa specializes in low-growth exports to 
low-growth markets. Even with present production patterns, some diversification to more dynamic 
Pacific Basin markets should be possible and could in fact be strengthened by changes in production 
mixes. Regional and subregional trade could stimulate specialization and acquired comparative 
advantage learning in agriculture, services and manufacturing. 

Post-war rehabilitation is key to the economic, social and political future of up to twenty African 
countries that count up to 200 million people within their borders, from Angola and Zaire to Rwanda 
and Sudan. These numbers will rise if additional states collapse into civil wars. It is true that, at some 
point, rehabilitation requires sustainable levels and trends in imbalances. Initially, however, three other 
elements are key to restoring growth: 1. Providing the poor-especially in rural areas-with secure access 
to land, to basic services (law and order, health, education and water) and to markets; 

2. Rehabilitating physical infrastructure and service delivery capacity to complement the restoration of 
peace; and 3. Providing calamity survival safety nets and capital for the restoration of means of 
livelihood to enable households to survive while rehabilitating (for example, food support while 
returning war-damaged land and homes to usable condition). 
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These are compatible with the Bank's three-pronged poverty reduction approach but are likely to 
require quite different specifics from non-war cases. In many African economies, such as Mozambique, 
this strategic core could provide higher benefit/cost ratios with shorter lags than more traditional 
strategies. A welldesigned approach would probably show an incremental surplus on budgetary and 
external accounts, a near balancing of domestic basic food supply and demand, as well as a reduction of 
absolute poverty proportions from the 50 to 60 percent range to a 25 to 35 percent range within five 
years. However, such countries do require higher and restructured early-year external grants or very 
soft loan flows to achieve the initial containment of macroeconomic imbalances which rehabilitation by 
itself cannot accomplish. 

In others countries, such as Angola, Namibia and South Africa, livelihood rehabilitation is a poverty 
reduction and political issue more than a macroeconomic one. This is due to the pace of sustainable 
overall domestic demand and supply growth and to the fact that products such as oil and coffee (in 
Angola), livestock, fish and minerals (in Namibia) and food and manufactured goods (in South Africa) 
dominate export and tax revenues. However, in these cases, the proportion of total public resources 
necessary to set such rehabilitation in motion is also usually lower, so that it is not sensibly viewed as an 
alternative to macroeconomic sustainable growth. 

The transformation of output and trade structures can lead to 6 percent growth trends, especially if 
accompanied by action on the cost reduction and productivity enhancement front. The issue is not 
growth for growth's sake, but the empirical need to raise real per capita consumption while pushing 
domestic savings and government revenues from the 10 to 20 percent range of GDP toward a 25 to 30 
percent range. External imbalances must also be reduced to levels that are sustainable from external 
investment and the reduction of aid flows. In virtually no case can this be achieved in less than a quarter 
of a century with a 4 percent growth trend. What is presently needed is a 6 percent growth trend as a 
binding medium term constraint.2 That was probably impossible in 1981. With the success of structural 
adjustment serving as a foundation, it is no longer so in 1998. 

Poverty reduction is also linked to the rehabilitation of basic services and infrastructure and to the 
refocusing of research and construction efforts on poor households. There is no reason for poverty 
reduction measures to negatively impact macroeconomic variables; in many cases, quite the reverse can 
be true. Complexity and specificity rather than any inherent conflict with economic good housekeeping, 
appear to have hampered effective attention to this issue since the 1990 World Development Report 
and the World Bank's 1992 poverty reduction priority directives (issued to focus attention on 
incorporating issues from the 1990 World Development Report into country programs). 

The attainment of environmental sustainability turns on the regulation of large enterprises, the reduction 
of absolute poverty and the preservation of land and wildlife in ways that enhance income and safeguard 
the physical and economic security of poor households. There are some examples which suggest that 
substantial cost-efficient progress is possible, but these are limited and scattered enough to indicate a 
lack of coherent strategic attention. 

Logically, the transformation and development of state capacity is on the strategic agenda, given the 
reconceptualization of the role of the state as empowering, enabling, facilitating and regulating. The 
delivery of basic services, the provision and maintenance of infrastructure and individual security and 
the capacity for prudential regulation are so low in African states as to guarantee a continued loss of 
competitiveness and productivity absent considerable enhancement. 
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Three aspects require special attention. First, plausible public service pay must be restored. Wages 
should be established at least at household absolute poverty levels for teachers, nurses and constables, 
and perhaps ten times that for top professionals. Until this occurs, morale, morals and productivity will 
continue to be low and will often deteriorate. However, training, transparency, professional regulations, 
career paths and honesty at the top are necessary to achieve the benefits of pay restoration. These issues 
are very much on the agenda in Tanzania, Ethiopia, Eritrea, Somaliland, Uganda and, to a lesser extent, 
Ghana.29 Second, accountability must be improved. Necessary disclosure that allows accountability to 
the state and other stakeholders is low or nonexistent, even in cases where moderately adequate 
legislation is on the books. Third, growth rates must be accelerated. In order to sustain the conditions 
necessary for the restoration of adequate pay levels and the provision of universal basic services, 6 
percent real growth in output must be achieved in the medium- to long-term. Given the state of most 
tax structures in sub-Saharan Africa, this translates roughly into 7 to 8 percent revenue growth (4 to 5 
percent per capita) since income taxes are progressive and cover rising proportions of spending as 
income rises. In the short- to medium-term, this means enhanced probity, training and material goods 
such as vehicles, communications devices and computers, as well as high morale and pay in tax services. 
Only in this way can the one-third of taxes nominally due but not collected be radically reduced.30 
Strategic options in the realm of gender and developmentbeyond those of research, coordination and 
pressure-necessarily turn on incorporating gender impact assessments into all major main-line sectoral 
programs. It will also be necessary to realize that universal access to basic services will 
disproportionately benefit and empower women because they constitute over twothirds of those with 
no present access. Small womens' programs have been uncharitably but rather accurately characterized 
as dolls for the girls to play with in the nursery while men get on with the work of the real world.31 
Clearly, it is important to note that strategies designed to implement basic services and reduce poverty 
interact (or should interact) with gender-based strategies in a mutually supportive way 

The last strategic cluster comprises sub-Saharan Africa's links with the global financial system. Avariety 
of financial innovations are needed at the domestic level, including broader geographic coverage, a 
greater range of services, enhanced cost efficiency (linked to better risk assessment and management, 
leading in turn to smaller bad-debt flows) and improved transparency and regulation. This is already 
included in some approaches emanating from sub-Saharan Africa.32 But since the retail banking sector 
does not appeal to major international banks and most domestic pension funds, post office savings 
banks and insurance companies have gained little investment experience - problems of institutional 
capacity rebuilding and expasion are severe. 

The record of domestic private banks in Africa-notably in Nigeria and Kenya, where corruption and 
gross mismanagement have been endemic-is not reassuring. Neither is the ability of major OECD 
countries, let alone central banks in sub-Saharan Africa, to identify highly risky and inherently 
fraudulent international banks (e.g., the former Bank of Credit and Commerce International) before 
open crises erupt. Thus, beyond balance sheet reconstruction, staff training and procedural 
improvement, the way forward for unprofitable state commercial banks is unclear and obvious answers 
are scarce. One possible solution would be to transfer managerial and training services through the 
provision of wholesale and international banking (or asset management or insurance) licenses to top 
institutions, along with a package deal to take a strategic stake in domestic commercial banks, post 
office savings banks and pension funds. 

Two overriding requirements at the international level are clearcut. First, African governments and 
World Bank policy must not allow renewed or continued overvaluation of currencies through 
manipulation of the exchange rates. Therefore, currency boards and other devices that peg African 
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currencies to the U.S. dollar through the manipulation of interest rates should be discouraged. Instead, 
interest rates, moral suasion, reserves and IMF  drawing rights should be used to achieve a downward 
float of currencies to the extent that a country's inflation rate is higher than the OECD average. Such an 
exercise cannot be purely mechanical. Some judgment will be needed on the appropriate response to 
shifts in weather, terms of trade, external perceptions and, therefore, on whether downward swings 
should be buffered or encouraged. This is not an easy strategy to follow. However, the successful use 
of some of these instruments by the Philippine Central Bank over the last seven years provides a 
valuable lesson for sub-Saharan Africa.33 

Second, short-term footloose financial capital must be controlled on the inflow side to avoid the high 
risk of overvaluation and the certainty of future unmanageable outflows. Possible tactics include full 
financial reporting; the sterilization of at least a substantial share of proceeds at nil or low interest rates; 
the requirement that liquid external reserves be held against shortterm, external currency-denominated 
accounts; and the use of interest rate intervention to prevent unsustainably high inflows. Also 
practicable are ceilings on total allowable levels of external debt and debt service (including 
governments, financial institutions and other enterprises) based on projected external balance and 
savings figures. In practice, this requires prenotification to, and pre-borrowing approval by, the central 
bank. None of the preceding approaches to the financial sector are necessarily inconsistent with some 
World Bank approaches. However, all are anathema to the IMF's current-or at least preAsian financial 
crisis-conventional wisdom. 

The preceding recommendations are not set out as an alternative to structural adjustment, but as a 
means to consolidate its gains and move beyond its limitations. Moreover, they are designed as notes on 
national strategy articulation, not as a template for any particular country, let alone for all 50 plus sub-
Saharan African economies. These recommendations seek to demonstrate that structural adjustment, 
transformed into a "good housekeeping" base, can be the backdrop for more ambitious multifaceted 
strategies. 

Many of the elements in these strategies are also mutually supportive. Building operationally from this 
approach is the key political and economic challenge facing a majority of African countries. At the same 
time, empowering and supporting these strategies should be the World Bank's overarching African 
"child of structural adjustment," catalyzing, counseling and mobilizing resources in coordination with 
African national and regional initiatives. civ 

[Footnote]
:RUOG %DQN� :RUOG 'HYHORSPHQW 5HSRUW �:DVKLQJWRQ� '&� :RUOG %DQN� ����� SS� ����� :RUOG %DQN� $FFHOHUDWHG 'HYHORSPHQW LQ

6XE�6DKDUDQ $IULFD� $Q $JHQGD )RU $FWLRQ �:DVKLQJWRQ� '&� :RUOG %DQN� ������ :RUOG %DQN� 6XE�6DKDUDQ $IULFD� )URP &ULVLV WR

6XVWDLQDEOH *URZWK �:DVKLQJWRQ� '&� ������ :RUOG %DQN� �������

[Footnote]
LELG� 7KH 6WDWLVWLFDO $QQH[ DQG WH[W WDEOHV VKRZ WKDW� DW HQG RI WKH ����V� VXE6DKDUDQ $IULFD DQG 6RXWK $VLD ERWK FRXQWHG DERXW

RQH�WKLUG RI WKHLU SRSXODWLRQ DPRQJ WKH DEVROXWH SRRU� +RZHYHU� WKH WUHQG ZDV ULVLQJ LQ VXE�6DKDUDQ $IULFD DQG IDOOLQJ LQ 6RXWK

$VLD� :RUOG %DQN� :RUOG 'HYHORSPHQW 5HSRUWV �YDULRXV \HDUV�� $IULFDQ 'HYHORSPHQW %DQN� $IULFDQ 'HYHORSPHQW 5HSRUW �$ELGMDQ�

$IULFDQ 'HYHORSPHQW %DQN� YDULRXV \HDUV�� 8QLWHG 1DWLRQV (FRQRPLF &RPPLVVLRQ IRU $IULFD� $QQXDO 5HSRUWV� ��������� �1HZ

<RUN� 8QLWHG 1DWLRQV (FRQRPLF &RPPLVVLRQ IRU $IULFD� YDULRXV \HDUV��

[Footnote]
,W LV DOZD\V VOLJKWO\ PLVOHDGLQJ WR VSHDN RI �WKH %DQN
V� WKLQNLQJ RQ DQ LVVXH� SDUWLFXODUO\ ZLWK UHVSHFW WR VHFRQGDU\ VWUDWHJLF

REMHFWLYHV DQG PHDQV WR DFKLHYH WKHP�DQG HYHQ PRUH VR DW D WLPH ZKHQ WKH QHFHVVLW\ RI VWUDWHJLF UHIRUPXODWLRQ LV EHLQJ GHEDWHG�

,W LV LPSRUWDQW WR QRWH WKDW WKH :RUOG %DQN LV LQWHOOHFWXDOO\ YHU\ GLIIHUHQW IURP WKH ,QWHUQDWLRQDO 0RQHWDU\ )XQG� ,W KDV WROHUDWHG�

DQG DW WLPHV HQFRXUDJHG� ERWK GLDORJXH DQG GLYHUJHQW DSSURDFKHV DPRQJ LWV VWDII DQG SURJUDPV� DQG LW KDV EHHQ TXLWH UHDG\ WR

�OHDUQ IURP H[SHULHQFH� DQG PRGLI\ VWUDWHJLHV WR DFKLHYH D FORVHU ILW ZLWK SDUWLFXODU FRQWH[WV DQG QDWLRQDO SULRULWLHV� DV ORQJ DV

RYHUDOO PDFURHFRQRPLF EDODQFH DQG PDUNHW�VWUHQJWKHQLQJ REMHFWLYHV DUH SUHVHUYHG�

[Footnote]
,Q /DWLQ $PHULFD� WKH &DULEEHDQ DQG $VLD� WKH ,0) KDG PXFK PRUH H[SHULHQFH RQ WKH PDFURHFRQRPLF IURQW WKDQ LQ VXE�6DKDUDQ

$IULFD� )RU LWV SDUW� WKH :RUOG %DQN SUHIHUUHG VHFWRUDO DQG SURMHFW OHQGLQJ� &RPSDUHG WR :RUOG %DQN�OHG SURJUDPV LQ VXE�6DKDUDQ

$IULFD� ,0)�OHG SURJUDPV SODFHG OHVV HPSKDVLV RQ WKH UHVWRUDWLRQ RI RXWSXW JURZWK LQ WKH UHJLRQ�
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[Footnote]
7KHVH SURJUDPV KDG PDFURHFRQRPLF WDUJHWV VLPLODU WR LQWHU�VWUXFWXUDO DGMXVWPHQW SROLFLHV EXW IRFXVHG OHVV RQ JURZWK UHVWRUDWLRQ

DQG VHFWRUDO SROLF\ DQG SRWHQWLDO� 6HH 3� +XJRQ� �7KH ,PSDFW RI $GMXVWPHQW 3ROLF\ LQ 0DGDJDVFDU� DQG -� 7RSRURZVNL� �7RJR� $

6WUXFWXUDO $GMXVWPHQW WKDW 'HVWDELOLVHV (FRQRPLF *URZWK�
 LQ &� &ROFORXJK DQG 5HJLQDOG +� *UHHQ� HGV�� �6WDELOLVDWLRQ�)RU *URZWK

RU 'HFD\" 6KRUW 5XQ &RVWV DQG /RQJ 5XQ 8QFHUWDLQWLHV LQ $IULFD�� ,'6 %XOOHWLQ� �� �� -DQXDU\ ������ 7KH SULQFLSDO QRUWKHUQ

HFRQRPLHV� OHG E\ WKH 8QLWHG 6WDWHV� WKH 8QLWHG .LQJGRP DQG *HUPDQ\� IRFXVHG RQ LQIODWLRQ UHGXFWLRQ DQG�DW OHDVW LQ DVSLUDWLRQ�

WKH UHGXFWLRQ RI UHJXODWLRQV DQG WKH VKDUH RI JRYHUQPHQW H[SHQGLWXUH LQ *'3 7KH\ YLHZHG WKHVH HOHPHQWV DV SUHFRQGLWLRQV IRU

VXEVHTXHQW DWWHQWLRQ WR WKH UHVWRUDWLRQ RI JURZWK DQG HPSOR\PHQW OHYHOV�

[Footnote]
&RQILGHQWLDO GLVFXVVLRQ EHWZHHQ WKH DXWKRU DQG DQ $IULFDQ VHQLRU VWDWH RIILFLDO�

[Footnote]
3KLOOLS 1GHJZD
V SRVLWLRQ LV RQH RI HQGRUVHPHQW LQ SULQFLSOH DQG� WR D VXEVWDQWLDO GHJUHH� LQ SUDFWLFH� %XW KH KDV EHHQ VHYHUHO\

FULWLFDO RI WKH ODFN RI $IULFDQ LQSXW RQ LVVXHV VXFK DV SRRU SHUVRQV
 OLYHOLKRRGV DQG RI XQDGDSWHG� LPSRUWHG SURJUDPV WKDW DUH

XQVXLWHG WR VSHFLILF KLVWRULFDO DQG VWUXFWXUDO FRXQWU\ FRQWH[WV� :KLOH IRUPDOO\ SRVLWHG DV DQ DOWHUQDWLYH� %D\R $GHGHML
V FULWLTXH

LQFOXGHV YLUWXDOO\ DOO VWDQGDUG VWUXFWXUDO DGMXVWPHQW WDUJHWV� EXW SXWV PXFK JUHDWHU HPSKDVLV RQ JRRG JRYHUQDQFH� WKH UHGXFWLRQ RI

LQWHOOHFWXDO DQG SK\VLFDO LPSRUW GHSHQGHQFH DQG WKH VHOHFWLYH XVH RI PDUNHW LQWHUYHQWLRQ� %RWK HFRQRPLVWV
 SRVLWLRQV DUH VHW IRUWK

LQ 5� +� *UHHQ DQG 3� 1GHJZD� $IULFD WR ���� DQG %H\RQG� ,PSHUDWLYH 3ROLWLFDO DQG (FRQRPLF $JHQGD �1DLUREL� (DVW $IULFDQ

(GXFDWLRQDO 3XEOLVKHUV� ������ $GHGHML
V FULWLTXH LQIRUPV 8QLWHG 1DWLRQV� $IULFDQ $OWHUQDWLYH )UDPHZRUN WR 6WUXFWXUDO $GMXVWPHQW

3URJUDPPHV �$GGLV $EDED� (FRQRPLF &RPPLVVLRQ IRU $IULFD� ������ 6HH DOVR WKH $IULFDQ FRQWULEXWRUV LQ 5� +� *UHHQ DQG 0� )DEHU�

�7KH 6WUXFWXUDO $GMXVWPHQW RI 6WUXFWXUDO $GMXVWPHQW�� ,'6 %XOOHWLQ� ��� QR� � �������

[Footnote]
1HLWKHU SDLU LV SURPLQHQW LQ FRXQWU\ SURJUDPV� DOWKRXJK WKH ODWWHU SDLU LV VWUHVVHG E\ D QXPEHU RI :RUOG %DQN UHVLGHQW

UHSUHVHQWDWLYHV DQG FRQVXOWDQWV� � 7KH UHDVRQV IRU WKH ODFN RI FRKHUHQFH DQG WKH IDLOXUH WR IDFH XS WR UHSHWLWLYH DGPLQLVWUDWLYH

SUREOHPV VXFK DV WKH SURFXUHPHQW RI DYDLODEOH JUDLQ RU WKH FRQWURO RI UDLOZD\ UROOLQJ VWRFN DUH QRW FOHDU� ,Q SDUW� WKH\ DSSHDU WR

VWHP IURP LVVXHV UHODWHG WR LQVWLWXWLRQDO HWKRV� )RU H[DPSOH� =DPELDQ VHQLRU PDQDJHUV LQ WKH 7D]DUD 5DLOZD\ &RUSRUDWLRQ MRLQW

YHQWXUH SHUIRUPHG UHODWLYHO\ ZHOO� ZKLOH VHUYLQJ WKH =DPELD 5DLOZD\V &RUSRUDWLRQ WKH\ GLG QRW�

[Footnote]
;6 7KLV FRQFHSW RI �ORFDO RZQHUVKLS� KDV LQ IDFW OHG VRPH $IULFDQ DFDGHPLFV� VXFK DV WKH ODWH �� -� $ER\DGH� 3 1GHJZD DQG +DVD

0ODZD� WR VXJJHVW WKDW WKH :RUOG %DQN VKRXOG VXSSRUW DQG UHVSRQG WR QDWLRQDOO\ GHVLJQHG SURJUDPV UDWKHU WKDQ WDNH WKH OHDG LQ

SURSRVLQJ LWV RZQ SROLFLHV�

[Footnote]
�� 3ODWR� 7KH 5HSXEOLF �:DUPLQVWHU� $ULV 	 3KLOOLSV� ������ � 5HQW VHHNLQJ WKHRU\ FRQWHQGV WKDW DOO PDUNHW SRZHU LV H[HUFLVHG WR

VHFXUH �UHQWV� DW WKH H[SHQVH RI FRPSHWLWRUV� FXVWRPHUV RU WD[SD\HUV� $OWKRXJK WKH WKHVLV FOHDUO\ LOOXPLQDWHV VRPH FRQGXFW� LW

H[SODLQV WRR PXFK DQG WRR OLWWOH DW WKH VDPH WLPH� )RU H[DPSOH� LI SUHVVXUH IURP SRRU SDUHQWV IRU XQLYHUVDO DFFHVV WR ORZ�FRVW DQG

DGHTXDWHTXDOLW\ SULPDU\ HGXFDWLRQ WR HQKDQFH WKHLU FKLOGUHQ
V OLYHOLKRRG LV EDFNHG E\ HGXFDWLRQ RIILFLDOV �ZKR DOVR JDLQ MREV DQG

SRZHU� DQG SROLWLFLDQV �ZKR KRSH WR JDLQ UHHOHFWLRQ�� WKLV �UHQW VHHNLQJ� LV QRW VHOI�HYLGHQWO\ EDG JRYHUQDQFH� (TXDOO\� :RUOG %DQN

RIILFLDOV SUHVXPDEO\ DFW RQ EDVHV RWKHU WKDQ VHOI�LQWHUHVW� $VSHFWV RI WKH UHQWVHHNLQJ WKHVLV DUH GLVFXVVHG E\ VHYHUDO DXWKRUV LQ &�

&ROFORXJK DQG -� 0DQRU� HGV�� 6WDWHV RU 0DUNHWV" 1HR�OLEHUDOLVP DQG WKH 'HYHORSPHQW 3ROLF\ 'HEDWH �2[IRUG� &ODUHQGRQ 3UHVV�

������

[Footnote]
%RWK *KDQDLDQ DQG 7DQ]DQLDQ RIILFLDOV LQGLFDWHG WKDW XS WR WZR \HDUV SD\ ZDV FRPPRQ� FRQWUDFWXDO RU VWDWXWRU\ OHYHOV ZHUH RIWHQ

OHVV WKDQ �� SHUFHQW DV KLJK�

[Footnote]
� 7KLV REVHUYDWLRQ LV GHULYHG IURP WKH DXWKRU
V GLVFXVVLRQV ZLWK VHQLRU RIILFLDOV� �� 7KH %DQN KDV FRQVLVWHQWO\ DGYRFDWHG PRUH

IRUHLJQ LQYHVWRU�IULHQGO\ SROLFLHV LQ VXE�6DKDUDQ $IULFD� EXW� DV RI ����� LW GLG QRW SHUFHLYH GLUHFW H[WHUQDO LQYHVWPHQW DV D PDMRU

FDSLWDO VRXUFH WKDW FRXOG EH PRELOL]HG UDSLGO\� :KLOH WKLV YLHZ KDV VKLIWHG�ZLWK WKH DGYDQFH DQG GLYHUVLILFDWLRQ RI HQWHUSULVH

JOREDOL]DWLRQ DQG WKH UHWUHDW RI VRIW RIILFLDO ILQDQFH�WKH %DQN VWLOO VHHV OHVV SRWHQWLDO IRU EURDG SULYDWH LQYHVWPHQW PRELOL]DWLRQ LQ

VXE�6DKDUDQ $IULFD WKDQ HOVHZKHUH�

[Footnote]
�
 :RUOG %DQN� �6WDWLVWLFDO $QQH[�� :RUOG 'HYHORSPHQW 5HSRUWV �:DVKLQJWRQ� :RUOG %DQN� ����������� :RUOG %DQN� $GMXVWPHQW LQ

$IULFD� /HVVRQV IURP &RXQWU\ &DVH 6WXGLHV �:DVKLQJWRQ� :RUOG %DQN� ������ �� (VWLPDWHG IURP 'HYHORSPHQW $VVLVWDQFH

&RPPLWWHH� $QQXDO 5HSRUW �3DULV� 2(&'� ����������� :RUOG %DQN� :RUOG 'HYHORSPHQW 5HSRUWV ������������

[Footnote]
�� 7KHVH WKHQ LQFOXGHG DFFHVV IRU SRRU SHRSOH WR EDVLF VHUYLFHV� RSSRUWXQLWLHV WR HQKDQFH WKHLU OLYHOLKRRGV DQG VRFLDO VXSSRUW DQG

VDIHW\ QHWV�

[Footnote]
�� 6HH 5� +� *UHHQ DQG �� $KPHG� �5HKDELOLWDWLRQ� 3HDFH DQG 6XVWDLQDEOH 'HYHORSPHQW� $ 5HYLHZ RI WKH /LWHUDWXUH�� :RUNLQJ

3DSHU RI WKH &RPSOH[ 3ROLWLFDO (PHUJHQF\ �&23(� SURMHFW LQLWLDOO\ SUHVHQWHG DW WKH &23( :RUNVKRS �8QLWHG .LQJGRP� 8QLYHUVLW\ RI

/HHGV� 0DUFK ������

[Footnote]
�� 8VXDOO\ WKHVH SROLFLHV DUH FORVH WR WKH :RUOG %DQN PRGHO� EXW DUH GRPHVWLFDOO\ JHQHUDWHG DQG RXWVLGH DQ RYHUDOO %DQN

IUDPHZRUN� +RPHJURZQ VWUXFWXUDO DGMXVWPHQW SROLFLHV LQ (WKLRSLD IURP ����� 1DPLELD IURP ���� DQG 6RXWK $IULFD IURP ���� DUH

FDVHV LQ SRLQW�

[Footnote]
6RXWK $IULFD LV D VRPHZKDW VSHFLDO FDVH WKDW PHULWV DWWHQWLRQ� ,Q PLOLWDU\ WHUPV� LW GLG QRW KDYH D IXOO�VFDOH FLYLO ZDU� DOWKRXJK LW

GLG VXVWDLQ PDVVLYH GDPDJH DQG GLVWRUWLRQ WR LWV HFRQRP\ DV D UHVXOW RI DSDUWKHLG� 7KXV� LW IDFHV D UHKDELOLWDWLRQW\SH UHTXLUHPHQW�

VXVWDLQDEOH LPSURYHPHQW LQ $IULFDQ OLYLQJ DQG OLYHOLKRRG FRQGLWLRQV ZLWK DW OHDVW VRPH HDUO\ SD\PHQWV RQ DFFRXQW� 7KH FRQXQGUXP

LV WKDW� WR GHOLYHU RQ D VXVWDLQDEOH OHYHO WKDW DYRLGV H[DFWLRQ IURP HQWHUSULVH RU PLQRULW\ JURXSV WKDW ZRXOG FULSSOH WKH HFRQRP\�



'RFXPHQW 3DJH �� RI ��
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WKH FRXQWU\ QHHGV WR DWWDLQ DW OHDVW � SHUFHQW JURZWK� 7KHVH DFKLHYHPHQWV ZLOO EH YHU\ GLIILFXOW WR DWWDLQ�

[Footnote]
7KH LVVXH LV RQH RI FRPSDUDWLYH �FRPSHWLWLYH�� QRW DEVROXWH� DGYDQWDJH� +RZHYHU� LQ ULJLG HFRQRPLHV VSHFLDOL]LQJ LQ SURGXFWV ZLWK

ORZ PDUNHW JURZWK DQG ZRUVHQLQJ WHUPV RI WUDGH� DV RUWKRGR[ DQ HFRQRPLVW DV *RWWIULHG YRQ +DEHUOHU QRWHG DOPRVW KDOI D FHQWXU\

DJR WKDW DFKLHYLQJ H[WHUQDO EDODQFH EDVHG RQ FRPSDUDWLYH DGYDQWDJH PLJKW LQIOLFW GRPHVWLF LPPLVHUDWLRQ DQG HYHQ IDPLQH� � 6HH

*� YRQ +DEHUOHU� 3URVSHULW\ DQG 'HSUHVVLRQ� D 7KHRUHWLFDO $QDO\VLV RI &\FOLFDO 0RYHPHQWV �1HZ <RUN� $WKHQHXP� ������� 7KXV� WKH

QHHG WR WDUJHW QHZ UHVRXUFH GLVFRYHU\� KXPDQ UHVRXUFH TXDOLW\ LPSURYHPHQW DQG XQLW UHDO LQSXW FRVW UHGXFWLRQ�

[Footnote]
�� 7KLV UHTXLUHPHQW LV SDUWLFXODUO\ DFXWH IRU 6RXWK $IULFD
V UHKDELOLWDWLRQ DQG GHYHORSPHQW VWUDWHJ\� 8QOHVV LW LV PHW� WKH FRQFHSW RI

D UDLQERZ QDWLRQ WKDW SUHVHUYHV DQG EXLOGV RQ PLQRULW\ FRPPXQLW\ KXPDQ DQG ILQDQFLDO FDSLWDO DQG DFKLHYHV UHODWLYH UHGLVWULEXWLRQ

IURP UHVRXUFH JURZWK FDQQRW VXUYLYH� (LWKHU LPSORVLRQ DQG VWDJQDWLRQ RU�PRUH SUREDEO\�PDVVLYH DWWHPSWHG DEVROXWH UHGLVWULEXWLRQ

ZLOO OHDG WR DQ H[RGXV RI PRVW RI WKH ZKLWH DQG VHYHUDO RI WKH $VLDQ DQG �RQ ,QGLDQ DQG 6UL /DQNDQ SUHFHGHQWV� FRORUHG

FRPPXQLWLHV� UHVXOWLQJ LQ D PDVVLYH IDOO LQ RXWSXW :KLOH UHJURXSLQJ IRUZDUG IURP D ORZHU EDVH PLJKW VXEVHTXHQWO\ EH SRVVLEOH� WKDW

ZRXOG EH IDU IURP FHUWDLQ DQG WKH WUDQVLWLRQ ZRXOG EH GHHSO\ GDPDJLQJ QRW RQO\ WR 6RXWK $IULFD EXW DOVR WR VRXWKHUQ $IULFD DQG� WR

VRPH H[WHQW� WR WKH HYROXWLRQ RI ERWK WKH JOREDO HFRQRP\ DQG JOREDO VHFXULW\ UHODWLRQV�

[Footnote]
�� *KDQD KDV DFWHG ILUVW WR UHVWUXFWXUH WKH SXEOLF VHUYLFH LQ SDUDOOHO DQG WR KDQGOH SD\ LVVXHV SLHFHPHDO E\ FUHDWLQJ D FRQIXVLQJ

DUUD\ RI SDUDOOHO SXEOLF VHUYLFHV� ,W LV RQO\ QRZ EHJLQQLQJ WR DGGUHVV LVVXHV RI DFKLHYLQJ FRKHUHQFH DPRQJ WKH ODWWHU� 'LVFXVVLRQV

ZLWK WKH KHDG RI FLYLO VHUYLFH LQ *KDQD ����� DQG ������ �� )RU H[DPSOH� LQ 7DQ]DQLD� DOPRVW DOO FDVK DQG NLQG DOORZDQFHV DUH

WD[DEOH XQGHU WKH ���� WD[ ODZ� 7KURXJK WKH ODWH ����V WKH\ ZHUH LQ IDFW WD[HG� 7KHUHDIWHU� WKH ,QFRPH 7D[ 6HUYLFH VHHPHG

DOPRVW OLWHUDOO\ WR KDYH IRUJRWWHQ WKHP� ZKLOH ERWK

[Footnote]
HQWHUSULVH DQG SXEOLF HPSOR\HUV HQJDJHG LQ PDVVLYH WD[ HYDVLRQ� ,Q ����� WKH 7DQ]DQLD 7D[ $XWKRULW\ UHGLVFRYHUHG WKH UHOHYDQW

WD[ ODZ DQG UHLQVWLWXWHG DVVHVVPHQW ZLWK D SUREDEOH JDLQ RI XS WR �� SHUFHQW RI SHUVRQDO LQFRPH WD[ UHYHQXH IORZV� 6LPLODU

VLWXDWLRQV DUH FRPPRQ LQ WKH UHVW RI VXE�6DKDUDQ $IULFD� DV DUH VPXJJOLQJ� XQGHUYDOXDWLRQ� XQGHU�UHSRUWLQJ� EULEHU\� DQG OLWHUDOO\�

WKH VKRRWLQJ RI WD[ FROOHFWRUV� 7KHVH JDSV DUH IDU PRUH VHULRXV LQ PRVW FRXQWULHV WKDQ WKH QRQ�RSWLPDOLW\ RI WD[ PL[HV� VWUXFWXUHV

DQG FRGHV� 7KH ILUVW SULRULW\ VKRXOG EH WR EULQJ LQ WKH WD[HV DOUHDG\ ODZIXOO\ DVVHVVDEOH DQG SD\DEOH� ,Q SUDFWLFH� WKH %DQN DQG

ELODWHUDO DLG DJHQFLHV RIWHQ UHFRLO DW VXFK DWWHPSWV� DUJXLQJ WKDW WD[HV DUH WRR KLJK DQG ZRXOG EH FULSSOLQJ �UDWHV DUH DW DERXW KDOI

WKH W\SLFDO 2(&' FRXQWU\ VKDUH RI *'3��

[Footnote]
&RPPHQW RI D VHQLRU =LPEDEZHDQ IHPDOH ILQDQFLDO VHFWRU RIILFLDO DW D ���� ZRUNLQJ VHPLQDU HQGRUVHG E\ FRPSDUDEO\ SODFHG

=DPELDQ� *KDQDLDQ DQG $QJRODQ SDUWLFLSDQWV DQG� LQ ODWHU GLVFXVVLRQV� E\ 0R]DPELFDQ VHQLRU IHPDOH PDFURHFRQRPLF RIILFLDOV� ��

6HH� IRU H[DPSOH� 1GHJZD DQG *UHHQ �������

[Footnote]
7KH 3KLOLSSLQH &HQWUDO %DQN KDV EHHQ VXFFHVVIXO LQ SUHYHQWLQJ VLJQLILFDQW QRPLQDO UHYDOXDWLRQ RI WKH SHVR DQG KDV OLPLWHG IRRWORRVH

ILQDQFLDO FDSLWDO LQIORZV� DOEHLW LQ WKH XOWLPDWHO\ XQVXVWDLQDEOH FRQWH[W RI D EDVLF H[FKDQJH UDWH GHFOLQLQJ E\ OHVV WKDQ H[FHVV

LQIODWLRQ� ,W KDV QRZ VKLIWHG�RQO\ LQ SDUW LQ UHVSRQVH WR WKH EURDGHU $VLDQ ILQDQFLDO PDUNHW FULVLV�WR D PXFK PRUH FRPSHWLWLYH UDWH

DQG� DW OHDVW LQ SULQFLSOH� OHVV XVH RI ORQJ�WHUP LQWHUYHQWLRQ RQ LQWHUHVW UDWHV WR SURS LW XS�

5HSURGXFHG ZLWK SHUPLVVLRQ RI WKH FRS\ULJKW RZQHU� )XUWKHU UHSURGXFWLRQ RU GLVWULEXWLRQ LV SURKLELWHG

ZLWKRXW SHUPLVVLRQ�


